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Here's how a confusing 
compromise could 
d e e t  the future of 

t was a bizarre outcome, even by 
the telecom industry's twisted stan- 

dcations Commission began to d 

the telecom industry 'surrounding telecom's future. Although 
the FCC has issued a tmpage press re- 
lease on its ruling, the full details won't 
be known until a hefty document is is- 
sued a month or two from now. 

Compounding the eonfusion, the FCC 
has owned the door for dates to woinh 

or more years t Q  complete. All that 
will presumnbly tead to ever more 
complex rounds of lobbyiq+d a host 
of inevitable court challenges. Says 
Alex Peters, manager of the $185 mil- 
lion Franklin Global Communications 
Fund, which o m  8Bc Communications 

In  direct contradiction to Powell's 
push for reform, the FCC ruled that local 
phone companies m t  continue to lease 

ing. So are the long-distance carriers 
dancing in the streeta? Hardly. They're 
almost as mitred as the Bells because 
the FCC won't force the Bells to share 
new broadband networks at cheap nrtes. 
The new move, complains WorldCom 
lobbyist D o m  Sorgi, "relegates com- 
petitors to the slow he." 

The Bells and their long-distance ri- 
vals aren't the only o n 8  with a beef. In 
the days following the FcC vote, shell- 
shocked klemm inveatm watched their 
already beatendown Bhares t-e even 
lower. The market -D of U. S. telecom- 
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their customers. The 
Bells are stuck with 
these hlgh bed capid 
costs regardle~s of how 
many customers they 
lose in a competitive 
market. And rivals leas- 
ing Bell h e s  at low 
government-mandated 
ntaa avoid the need to 
make such huge invest 
ments. It wouldn’t take 
much to wipe out all 
their profits. In fact, a 
6% revenue decrease 
could swallow all the 
Bells’ earnings, warns 
analyst Francis McIner 
ney of investment com- 
pany N d  River Ven- 
turea LLC. ‘lb avoid a 
meitdown, the Bells will 
robably have to un- 
ertake masaive job re- 
uctiom, j w t  a8 long- 

rn But My“ p i n  in 
bmr8and. Rival broad- 
bandprovidersandem- 
s(uIwT advocates an? fu- 
rious because the Fcc 
ruled that the Belle 
don’t have to leaee theiu 
USL lines. That could 
compound the problems 
of smaller, struggling 
b&and companies, 
such 88 c o v a d  cornmu- 
nicetiom Group Inc.. 
whieh aaid it might 

Skill, the Bells say 
th& victory in broed- 

I 

markets are very 
investment reaui 

probably make Borne additional invest- 
ments in broadband. But the upgrades 

Equipment makers won’t see much 
will be gradual. 

Ltd., which are struggling to  

courage new entrants in the local 
phone market to buy their own kle-  
phone switches, which direct traffic 
acro88 the network And t o  the extent 
that the Bells lose revenue, they will 
have lese to invest in the upgrade of 
their own networks. The only glimmer 
of hope on the horizon: spending to  
upgrade broadband technology. Tara 
Hedlund, comanager of the $12.5 rnil- 
lion %mer  Technology Fund, says that 
equipment makers such as Ciena, 
Corning, Juniper, and Cisco Systems 
could benefit from any additional in- 
vestment that Bells such ae Vekon  
make in bruadband. 

rtallout.Theluling 

&ce Direcrv Inc. Although investors 
a deal, 
tbe $13 
ves it is 

now mre li!dy. 
@early, the impact of the Fffi vo 

thew in along series of cornpromwe bped on the industry by 
m-$d be felt for years. 
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